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the borrowing of commercial banks at the Reserve Bank,,
commercial banks must avoid going deep into this type of
credit. Moreover under the present provision of the Indian
Companies' Act, it is risky for Joint Stock Banks to under-
write shares, because they may be saddled with a large por-
tion of the capital and by law they cannot have their sub-
sidiary a non-banking concern.

An Industrial Bank must ultimately rely upon Govern-
ment backing for its success.

A reference is made in the report to the U.P. Industrial
Bank, but history of this bank ishows that it is a thorough
failure. When the report of the Committee was published
I had expressed that it would not help matters in any way.
This is proved by actual results. It was difficult for this
Bank to get capital although Government undertook to give
an annual grant to meet its expenses and for other purposes.

If an Industrial Bank is to be a success, it must not ordy
have a large capital, but also sufficeint technical staff to
correctly judge merits of an industrial application. As far
as I am able to judge, such an institution cannot come into
existence by private efforts.

I think India must follow the example of U.S.A. For
its new deal programme, U.S.A. Government has invariably
provided capital from its funds; and when a scheme became
a success, it is converted into a private enterprise. Simi-
larly in India, State can establish an Industrial Bank and
provide whole of its capital from its own funds or borrow-
ings. And after it has proved a success, it can be trans-
ferred into a public company. The minimum capital should
be Rs. 5 crores and it should have a technical staff associated
with its investigating side, to whom applications for indus-
trial borrowing should be referred to.

Most of the resources of the Industrial Bank will haVe
to be obtained through debentures; and in the initial stagesr
it may experience some difficulties in creating confidence
in the public about its debentures The State should be
prepared to lend its name fey way of guarantee as has been
done in the case of Agricultural Land Mortgage Bank.

A satisfactory method of subsidy or aid to an Industrial
Bank is found in what is known as partial guarantee of loss^
on its lendings. For certain types of credits, which batiks
are loathe to extend, either because of their novelty or
great loss ratio, U.SA. Government undertakes to re-
imburse banks' loss upto a certain percentage of their total